Prior research provides ambiguous results regarding the performance of international acquisitions. Drawing on a survey of 248 acquisitions, we find that acquirers enhance their capabilities when they buy a target with a multinational geographic scope. A financial event study uses a subsample of the acquisitions to show that the financial markets also value targets' multinational scope. Both surveys and stock market-based studies suggest that targets with access to heterogeneous resource environments provide the acquirer with greater potential for capability enhancement and financial performance. In contrast, simply acquiring firms across borders has less influence on post-acquisition outcomes. The study demonstrates greater value of the attributes of the target rather than of international expansion alone. Thus, the multinational scope of the target is more likely to account for the resource diversity provided by the target than the country of origin of the target per se. The study changes the emphasis on multinational acquisitions, by shifting the focus from foreign market expansion (country-level emphasis) to accessing geographically distributed resources that are embedded in target firms (firm-level emphasis).
Introduction
This paper posits that the geographic scope of an acquired firm, which we define as the multinational scope of its pre-acquisition activities, influences post-acquisition capability improvement at the acquirer. The strategy and evolutionary literatures have long argued that acquisitions provide a means for firms to acquire capabilities that face market failure in the market for resources (Penrose, 1959; Nelson and Winter, 1982) . In the international context of these perspectives, scholars and market analysts have argued that cross-border acquisitions help acquirers enhance their capabilities by accessing diverse resources and environments, but studies that compare the performance of domestic and cross-border acquisitions have produced ambiguous results. Some studies report that shareholders tend to benefit more from cross-border acquisitions (Swenson, 1993; Markides and Ittner, 1994) , while other studies find no differences between domestic and cross-border acqusition returns (Eddy and Seifert, 1984; Dewenter, 1995) . This study revisits this topic by complementing the traditional country-level analysis of multinational diversity (domestic versus cross-border acquisition) with a firm-level analysis of the target's multinational diversity.
While the usual distinction between cross-border and domestic acquisitions assumes that the geographic origin of the target maps to the geographic diversity of the target's resources, we argue that the target's geographic scope is a more relevant indicator of the geographic diversity to which an acquirer may gain access. For example, targets domiciled in the same country as an acquirer (i.e. 'domestic targets') sometimes have resources that encompass diverse geographic settings, while targets domiciled in a different country (i.e. 'foreign targets') might have resources that arise from only one local environment. Such variation suggests the need to cast the analysis not only at the level of the target's country of origin, but also at the level of the geographic scope of the target.
The study emphasizes that the target's geographic scope reflects the complexity of the processes by which firms gain access to technical and institutional resources from heterogeneous foreign environments. The resource-based and evolutionary perspectives on business strategy argue that firms often seek complex and difficult to imitate resources and capabilities through acquisitions rather than contractually through discrete factor markets (Wernerfelt, 1984; Dierickx and Cool, 1989) . Our study develops this idea in the context of multinational acquisitions.
The analysis draws on a survey of 248 acquisitions in Europe and the USA. We find that acquirers typically are more likely to redeploy resources from targets and enhance their capabilities when they buy a target with a multinational scope. We also find that simply acquiring a foreign target has less influence on post-acquisition outcomes. A financial event study uses a subsample of 101 of the acquisitions to show that the financial markets also value targets' multinational scope. The study changes the emphasis on multinational acquisitions, by shifting the focus from foreign market expansion (country-level emphasis) to accessing geographically distributed resources that are embedded in target firms (firm-level emphasis).
Background and proposition
Acquisitions are an important vehicle for corporate profitability and growth. On the one hand, acquisitions help firms reduce their costs by achieving greater scale (Seth, 1990) . On the other hand, they provide a key mechanism by which firms gain access to new resources that produce operating efficiencies and increase revenues by changing the ways in which a firm operates (Chatterjee, 1986; . Acquisitions tend to dominate simpler contractual exchanges when firms want to obtain tacit and organizationally embedded resources, due both to concerns about opportunistic behavior on the part of exchange partners and to the need for ongoing interaction between the parties in coordinating the exchange of the resources (Nelson Using acquisitions to access multinational diversity 193 and Winter, 1982; Wernerfelt, 1984) . Acquirers sometimes use dedicated acquisition integration teams to transfer resources between units (Sirower, 1997) . In other cases, resource redeployment occurs more informally through the creation of operating ties between business units, through consolidation of target businesses with the acquirers' existing businesses, and through ongoing movement of personnel among units (Bowman and Singh, 1993; Anand and Singh, 1997) . Several empirical studies suggest that acquisitions create value by allowing resource redeployment to or from the acquired firm (e.g. Chatterjee et al., 1992; Capron, 1999) . Post-acquisition redeployment and performance will tend to be greatest when either the acquired firm or the acquiring firm have particularly strong resources (Seth, 1990; . This study focuses on the potential to enhance acquirer performance through the redeployment of capabilities from the target firm.
International business researchers have extended the concept of resource opportunities to include a geographic component. This view recognizes that an extra benefit arises from gaining access to acquired firms with resources that encompass varied environmental settings. The notion of geographic scope arises in internalization theory and, more recently, in the reverse internalization literature as well as in discussions on agglomeration and national innovation systems. The internalization of intangible assets argument, originally advanced by Hymer (1960) , posits that multinational enterprises (MNEs) exist because of their ability to transfer and exploit knowledge more effectively in the intra-corporate context than through contractual market mechanisms (Caves, 1971; Buckley and Casson, 1976; Casson, 1987) . This argument applies to acquisitions, because an acquisition represents one way of reproducing an intra-corporate context by taking control of an acquired firm to which the acquirer can redeploy its intangible assets.
Recently, the international business literature has begun to consider a reverseinternalization argument. Since Cantwell's (1989) thesis, the field has hypothesized that industries where host countries have advantages in resident technology attract foreign investment (Kogut and Chang 1991) . While the traditional internalization focus assumes a sectoral 'push' of the home country's technological advantages, the more recent argument posits a geographic 'pull' of the host country's skills (Anand and Kogut, 1997) . The acquired firm's assets in the host country-which range from technical skills, to market understanding, to supplier relationships, to government ties-enable the MNE to add to its competitive advantages, as well as to exploit its current advantages.
The reverse-internalization perspective parallels arguments in the national innovation systems and regional agglomeration literatures. Nelson (1993) , for instance, shows that different countries possess substantially different technical bases. More broadly, agglomeration studies demonstrate significant inter-regional differences in technical and business skills (Chung and Alcacer, 2003; Stuart and Sorenson, 2003) . These results again speak of the value of gaining access to resources across multiple countries.
Despite the potential benefits of cross-border acquisitions that the reverseinternalization argument identifies, studies that compare empirical outcomes of domestic and cross-border acquisitions offer ambiguous conclusions. In a financial event study, Markides and Ittner (1994) find that cross-border acquirers tend to gain value, counter to the common conclusion in the domestic acquisitions literature that acquiring firm shareholder value remains unchanged or even falls. Eddy and Seifert (1984) , on the other hand, find little difference between the returns of acquirers that purchase foreign firms and those that purchase domestic firms. In studying the acquisition of US firms, Swenson (1993) reports that acquired firm shareholders benefit more when a foreign company takes over the firm than when the acquirer is a US firm. Dewenter (1995) , though, finds no significant difference in the mean level of acquired firm shareholder wealth gains in domestic versus foreign acquisitions. Finally, Seth et al. (2000) find that cross-border acquisitions produce gains for acquired firms and acquirers that are similar in value to those in domestic cases. If it makes sense to posit that geographic scope amplifies the potential for acquisitions to improve firms' capabilities, one can wonder why the empirical cross-border acquisition literature has reached such inconclusive results.
As we noted earlier, the common distinction between cross-border and domestic acquisitions assumes an association between the geographic origin of the target and the geographic diversity of the target's resources. By contrast, we argue that an acquired firm's geographic scope is a more relevant indicator of the geographic diversity to which an acquirer may gain access than the dichotomy between domestic and cross-border acquisitions.
A target firm's multinational scope encompasses three aspects of potential resource acquisition: ownership, location and organization. Ownership opportunities stem from the possession of proprietary assets. Locational opportunities stem from access to geographically distributed resource networks, including technical and market skills as well as institutional benefits such as supplier networks and government ties. Organizational opportunities stem from the ability to coordinate intra-corporate knowledge transfer.
First, consider ownership opportunities to gain possession of proprietary assets. Theorists argue that MNEs exist because the hazards associated with market transactions of the firms' proprietary assets, particularly tacit assets such as R&D skills, make internalization a more efficient mechanism for redeploying those assets in international markets (Hennart, 1982; Caves, 1996) . Empirical studies show that firms with greater multinational activity are likely to possess more important proprietary assets, such as technology, marketing, and organizational capabilities, as well as access to institutional linkages with partners and government bodies (Kogut and Chang, 1991; Morck and Yeung, 1992) . This perspective implies that opportunities for gaining access to a variety of proprietary assets increase with the geographic scope of an acquired firm, because the more countries in which a target operates, the greater the diversity of its resource base.
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At the same time, ownership may impose constraints on expansion by limiting variation and opportunities. Clearly, firms cannot rely solely on multinational acquisitions as a means of growing. Mathews (2002 Mathews ( , 2003 , for instance, argues that firms will gain greater resource variety if they blend internal development with external resource leverage via contractual and alliance relationships. Our argument, though, is not that firms will gain most if they only engage in multinational acquisitions. Instead, we suggest that acquisitions of multinational targets provide access to a wider variety of resources, including both technical and institutional resources, than do acquisitions of domestically focused targets. Moreover, resource ownership is most important in cases where the resources face limited discrete transferability due to problems that stem from coordination needs (Penrose, 1959) and property right issues (Mathews, 2003) . These issues are common in multinational contexts, and underlie much of the value of multinational acquisitions.
Second, consider locational opportunities to gain access to geographically distributed knowledge. Targets that operate in multiple countries provide immediate opportunities for extensive market expansion. In addition, such targets provide opportunities to gain new knowledge. Scholars focusing on the knowledge creation potential of the multinational firm stress the ability of foreign subsidiaries to generate innovations based on resources resident in the heterogeneous, host country environment (Dunning, 1990; Kogut and Zander, 1995; Birkinshaw, 1997; Frost, 2001) . Localized technological and marketing capabilities frequently emerge as key resources in studies of cross-border acquisitions (Anand and Delios, 2002) . Eun et al. (1996) and Morck and Yeung (1992) emphasize the role of acquirer and acquired firms' technological assets. Marketing expertise, such as brand capital and distribution access, also provides critical resources for accessing new markets. Marketing expertise often involves substantial intangible know-how that it is risky and difficult to develop independently or to obtain in arm's-length transactions. While marketing know-how is an intangible public good within the firm, foreign brands may be difficult to exploit in new markets (Caves and Mehra, 1986; Anand and Delios, 2002) . Similarly, critical intangible knowhow underlying a firm's sourcing and distribution activities (e.g. supplier relationships, warehouse logistics and sales force management) may be difficult to develop in new markets.
Through their ongoing interaction with their host country environment, firms with greater multinational scope have developed networks of relationships with universities, firms, suppliers and public agencies. Participation in external networks in different countries provides the firm with a greater capability to scan the environment, screen new technologies and ideas, gain access to local resources and leverage institutional contacts (Kostova and Zaheer, 1999) . Acquired firms with high participation in foreign external networks are more likely to contribute to the resource search of their acquirers.
Thus, the geographic spread of a target firm's activities indicates the diversity of resources that arise in the heterogeneous host country environment of the target. The multinational scope of the target firm's activities is more likely to account for the resource diversity provided by the acquired firm than the country of origin of the acquired firm. In other words, a target firm that is based in the same country as the acquirer can provide more international resource diversity if the target has a multinational scope than a target firm that is based in a different country from the acquirer but which has only local scope.
Third, consider organizational opportunities to coordinate intra-corporate knowledge transfer. While extensive literature shows that multinational firms require substantial organizational and managerial capability to administer knowledge transfer effectively, research has focused on the internal development of these capabilities rather than on their acquisition (Bartlett and Ghoshal, 1989) .
We propose that acquiring a firm with multinational scope helps the acquiring firm obtain the target's capability to coordinate the diversity of contexts, as well as its technological and market capabilities. Such organizational capability is complex, unobservable and difficult to imitate (Rivkin, 2000) . Several studies document the difficulties of integrating international units (Yoshida, 1987; Hennart and Park, 1993) , while firms also face difficulties in creating networks of interdependent subsidiaries (Porter, 1987) . The existing literature has focused more on the acquisition of individual capabilities, rather than on the acquisition of coordination capabilities. The adoption of superior coordinative routines not only provides greater efficiency, but also enables different units to learn more quickly from experience in other parts of the organization.
MNEs that operate in diverse settings can take advantage of accumulated organizational experience in transferring their resources across their units, from home headquarters to foreign subsidiaries, from foreign units to home locations, and across subsidiaries.
Research on international knowledge transfer shows that multinational firms develop skills and processes to carry out international knowledge transfer that takes place within the context of a network of differentiated units (Hedlund, 1994; Gupta and Govindarajan, 2000) . Such international knowledge transfer commonly implies the development of practices that allows firms to decontextualize and recontextualize the knowledge that they want to transfer and integrate into the acquired firm's units (Doz and Santos, 1997; Brannen et al., 1998) . These practices make the firm's resources less context-specific and more suitable to redeployment on an international scale.
The task of integrating globally dispersed knowledge is challenging (Kogut and Zander, 1995; Gupta and Govindarajan, 2000) , and the development of organizational capability to facilitate this process can be time consuming (Dierickx and Cool, 1989) . The addition of multinational scope without the requisite organizational capabilities can be costly, but MNEs tend to develop an accumulated experience of intra-corporate knowledge transfer over time. This experience is a valuable asset when the acquirer wants to transfer knowledge to or from the acquired firm. An acquired firm with a multinational scope may already possess such organizational capabilities, leading to more effective intra-corporate knowledge transfer.
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Together, the availability of ownership, locational and coordination opportunities suggest that the multinational scope of a target will influence post-acquisition strategy and performance. Greater geographic diversity provides opportunities to redeploy resources from the target firm. Several types of resources offer potential for redeployment, including technical skills, brand names, supplier relationships, managerial expertise and institutional ties. In parallel, greater geographic diversity leads to increased potential for post-acquisition capability improvement for the acquirer. Capability improvement may arise on multiple dimensions, including R&D capabilities, product quality, cost efficiency, and product line expansion. Thus, the multinational geographic diversity of the target amplifies the argument that the foreign direct investment (FDI) literature proposes concerning cross-border acquisitions.
At the same time, of course, acquisitions commonly encounter problems. Integrating disparate resources is a challenging task (Sirower, 1997) . Acquisitions that involve targets with operations in multiple countries will be particularly challenging to integrate, because such integration requires coordinating and reconfiguring resources in an internationally dispersed network, transferring best practice across units, retaining key personnel, and exchanging knowledge across geographically dispersed units (Cannella and Hambrick, 1993; Anderson et alet al., 2001) .
Nonetheless, numerous small-and large-scale studies show that firms often do manage to integrate resources across borders (e.g. Havila and Salmi, 2000; Seth et al., 2000) . Moreover, even though multinational acquisitions often encounter difficulties, acquirers that manage to overcome even some of the difficulties will gain advantages relative to firms that do not gain access to the diverse set of resources that multinational targets offer. Thus, recognizing that acquisition integration is a difficult task places bounds on the amount and impact of post-acquisition resource redeployment, rather than suggesting that multinational acquisitions will provide no benefits.
In sum, we argue that the multinational geographic scope of the target firm is an important determinant of potential resource transfer to the acquirer. Targets with multinational scope commonly possess specific proprietary resources, as well as complex coordinative routines and integrative capabilities. This approach includes the traditional emphasis on intangible operating assets such as technological and marketing skills, while also viewing multinational scope as itself being a key complex and inimitable capability.
Accordingly, we propose that the potential for resource redeployment to the acquirers and acquisition capability improvement increase with the geographic scope of the target firm. We will also investigate whether, after taking into account the effect of an acquired firm's multinationality on post-acquisition knowledge transfer, buying a domestic versus a foreign acquired firm also influences post-acquisition resource redeployment and capability improvement. Prior equivocal results concerning the performance of cross-border acquisitions suggest that there will be less influence.
Research design
Survey
We conducted a top-management survey of acquirers involved in horizontal acquisitions in Europe and North America between 1988 and 1992. The late 1980s and early 1990s marked a period in which cross-border acquisitions were enjoying substantial growth in both continents. The survey was conducted in 1994, within two to six years of the acquisitions. We received 248 responses that we could use for this study, including 175 cross-border acquisitions and 73 domestic acquisitions. The median lag between acquisition and survey was about four years, with 85% of the acquisitions occurring three to five years before the survey. This lag provides enough time for resource redeployment and capability improvements to take place, while being sufficiently recent for respondents to recall the conditions of the acquisitions. Table 1 reports descriptive information about the respondent firms.
Appendices 1 and 2 describe our data collection procedure, and include the questions that we used for this study. The survey procedure involved extensive preliminary discussions and pre-testing with executives in the United States and Europe who had substantial experience in domestic and cross-border acquisitions. We used these discussions to ensure that our concepts and questions were meaningful to a relevant population and that respondents could discriminate among different types of causes and effects, to ensure that perceptions about one category of resource or capability improvement did not spill over to other categories. In addition, we discussed the information that we obtained from the survey with knowledgeable executives to ensure that the information had face validity. Based on these discussions, we believe that the respondents were knowledgeable and that the responses reflected their knowledge.
Measures
We measured post-acquisition outcomes on two dimensions. First, to investigate the degree of resource transfer associated with acquisitions, we drew from previous research to construct a typology of resources (Chatterjee and Wernerfelt, 1991; Morck and Yeung, 1992) . This research identifies four intangible resources that indicate postacquisition resource transfer: technical (R&D and manufacturing know-how), brand name, supplier relationships and managerial resources. We measured the extent to which the acquirer used resources from the acquired firm in each dimension, using an ascending five-point scale. Measuring the extent of these transfers following the acquisitions allowed us to capture not only the degree of resource fit (i.e. possession of resources and availability of opportunities to redeploy them into new uses) but also the capability of the merging firms to implement the redeployment of their resources into each other's businesses (Chatterjee, 1986) .
Second, we used four other variables to measure post-acquisition capability improvement of the firm: change in R&D capabilities, product quality, cost efficiency and product line extension. Each outcome measure consists of a five-point scale. Table 2 reports summary statistics for the variables.
In a complementary analysis of acquisition performance, we also carried out an event study of how the acquisitions influenced the cumulative average abnormal return (CAAR) of the acquirers, assessing 101 publicly traded firms in the sample. The event study examines how financial markets assessed the potential of the acquisitions to generate value. We focused on whether the multinational scope of the target firm influenced stock market perceptions of acquirer performance. The CAAR analysis offers two benefits: first, it determines whether the financial market's expectations conform to the longer term performance outcomes, and second, the analysis provides a robustness check using external performance data, which helps balance the fact that we use subjective assessments in the survey measures of performance. Appendix 3 describes the event study in greater detail. While several scholars have criticized event studies as assessing only short-term performance, requiring strong assumptions about unanticipated events, focusing on public firms, and missing the impact of acquisitions that are part of a broader corporate strategy (e.g. Lubatkin and Shrieves, 1986; McWilliams and Siegel, 1997) , the CAAR approach provides a useful comparative analysis.
We measured the geographic scope variable of the acquired firm with three 0-1 dummy variables based on three categories of multinational scope: domestic scope, international scope within one region, and global scope. The regions were North America, the European Union and the Asia-Pacific. In this sample, 40% of the target firms have domestic scope, 40% have international scope within one region, and 20% are global (operate in multiple regions). We used the dummy variables for global and Using acquisitions to access multinational diversity Using acquisitions to access multinational diversity 205 regional scope in the analysis, comparing their effects to domestic scope as the omitted variable.
We expect target global and regional scope to have greater impact than domestic scope on post-acquisition resource redeployment and performance. It is also useful to consider whether the impact of regional scope will differ from that of global scope. The simplest expectation is that target global scope will have more influence than target regional scope. However, it is possible that regional scope will have similar, or even more, influence than global scope if regional firms tend to operate in many countries within a region, while global firms might operate in only a few countries in multiple regions. Moreover, more regional scope might alleviate integration problems that arise from cultural misunderstandings and a wide variety in management practices that may occur in more extreme cases of global acquisitions. If this is the case, targets with regional scope might enjoy access to a more diverse or more manageable set of resources than targets with global scope. Therefore, we treat the relative impact of global and regional scope as an exploratory question.
The target scope variables offer direct, if relatively simple, measures of resource diversity. A more complex analysis might identify the specific countries and industrial environment in which targets operate. Nonetheless, the regional and global multinational scope variables provide meaningful indicators of the potential for resource redeployment and capability improvement stemming from the diversity of a target's resource base.
Several control variables addressed other influences on acquisition performance.
• Domestic versus cross-border acquisition. As we noted earlier, we investigate whether the fact of buying a domestic versus a foreign acquired firm adds extra explanatory power to post-acquisition knowledge transfer. We used a binary variable.
• Acquirer geographic scope. MNE theory suggests that multinational acquirers are more likely than domestic acquirers to redeploy resources to targets and to benefit from acquisitions. We measured acquirer geographic scope with a three-value scale, with domestic scope set equal to 1, international scope within one region equal to 2, and global scope equal to 3. In the sample, 12% of the acquirers are domestic, 23% have international scope within one region and 65% are global.
• Pre-acquisition profitability of targets and acquirers. The corporate governance literature has long noted the motive to restructure poorly performing firms through superior management (Jensen and Ruback, 1983) . At the same time, though, poorly performing firms may have weaker skills and thus provide fewer opportunities for resource redeployment to the acquirer. We control for the acquired and acquirer firms' pre-acquisition profitability, but make no prediction about a direction of any effect. We measured pre-acquisition profitability relative to the industry average, using a five-point scale, ranging from 'much more profitable' to 'much less profitable'.
• Pre-acquisition resource asymmetry. The relative resource profile of the acquired and acquirer firms will influence the potential to create value from an acquisition.
We expect acquirers to draw knowledge from acquired firms on dimensions where the latter have relative strength. This argument arises from both the M&A and FDI literatures. We measured the pre-acquisition resource profile by evaluating the relative strength of the target to the acquirer in R&D, marketing and managerial areas based on an ascending five-point scale.
• Similarity. We assessed the similarity of the target and acquirer to control for alternative explanations such as economies of scale and opportunities for reducing overlapping functions and overcapacity. We used three measures based on fivepoint scales to account for similarity between the acquired and acquirer firms: similarity of technology, similarity of geographic markets and direct competition.
• Relative size of target to acquirer. The acquisition of a relatively large target is likely to be a more important economic event for the acquirer than the acquisition of a small target (Agrawal et al., 1992) . Acquisitions involving large targets are more likely to generate operational synergies than those involving smaller ones (Seth, 1990) , but may also create greater integration difficulties. We measured the relative sales of acquired firm to acquirer on a five-point scale, with 1 indicating acquired firm sales less than 10% of acquirer sales and 5 indicating acquired firm sales of more than 100%. (We used the mean value of the relative size variable for seven cases with missing data.)
• Market growth forecast. Acquisitions that occur in industries with low prospects for growth could lead to overall weaker performance than acquisitions that take place in fast growing markets. Firms might also be more likely to redeploy resources in growing industries, rather than in stable or declining industries. We measured expected industry sales growth on a five-point scale, ranging from 'rapidly growing' to 'rapidly declining'.
• Other influences. In sensitivity analyses, we also investigated whether the year in which an acquisition took place affected reported resource redeployment and performance, on the premise that greater time might lead to more extensive activity that, in turn, might negate any influence of target geographic scope. In the light of the fact that we found only weak impact of timing, with no material changes in the global scope influence that we discuss next, we did not include the time variable in the reported analysis. The limited effects of timing are likely to arise for two reasons: first, there was sufficient lag between acquisition and survey for most redeployment and performance effects to emerge and, second, most acquisitions clustered in a relatively narrow band of three to five years, as we noted earlier. Table 3 reports multivariate least-square regression analyses of the proposition that resource redeployment will increase with target geographic scope. The results in Table 3 strongly support the argument on resource redeployment between acquiring and Using acquisitions to access multinational diversity 207 Table 3 OLS influences on the extent of post-acquisition resource redeployment (n
Results
Resource redeployment
The baseline variable is 'Target had domestic scope'. ***P < 0.01; **P < 0.05; *P < 0.10 (one-tailed tests). acquired firms. Global scope of the target has a strong and significant influence on post-acquisition resource redeployment from the target to the acquirer. The relationship holds across the four types of resources we investigated: technical skills, brand names, supplier relationships and managerial expertise. Intriguingly, Table 3 shows that target regional scope has little significant influence on resource redeployment, compared to target domestic scope, with only a small impact on supplier relationships. Thus, the potential for redeployment arises primarily in acquisitions involving targets that have widely spread global activities, rather than those that cluster within a single region (supplemental analysis showed that all four global scope coefficients were statistically larger than the regional scope coefficients). This difference might arise if there is substantially less diversity and heterogeneity of resources within regions than across regions and/or if firms can use internal expansion rather than acquisitions to gain access to needed resources within regions. Thus, even though firms might face greater difficulties in integrating widely spread global operations, the greater diversity of practices and contacts might more than balance the difficulties.
Moreover, acquirers do not necessarily need to undertake full-scale integration in order to gain the benefits of global diversity. Instead, they may be able to redeploy selectively from the wider opportunity set that global targets provide.
A simple analogy with the selective choice argument arises in consumer retail shopping at supermarkets and smaller stores. A large supermarket offers consumers both greater choice and greater need for evaluation during shopping than a smaller store. Shoppers typically need to spend more time walking the aisles and comparing products in a supermarket, as well as more time traveling to and from the store, than they do with a smaller store. Nonetheless, they typically take more products home, although without buying all the items that the supermarket has available, than when shopping in a smaller store.
The results in Table 3 hold after controlling for cross-border acquisitions, acquirer geographic scope, relative size, relative resource strength, pre-acquisition profitability, targetacquirer similarity and other factors. Notably, cross-border acquisitions had not impact on resource transfer. Instead, the global geographic scope of the acquired firm is the key driver. The most common alternative influence on resource redeployment arises when the target and acquirer are direct competitors, which leads to greater redeployment of technical skills, brand names and supplier relationships, most likely because overlap in business operations creates opportunities for scale economies. In addition, targets with particularly strong managerial skills are common sources of supplier relationships and managerial expertise, most likely because the acquirer seeks to draw on the administrative skills of its new unit.
In exploratory analyses, we investigated whether acquirer geographic scope moderated the impact of target geographic scope. This interaction explores the possibility that acquirers with greater scope might have greater absorptive capacity for redeploying resources or, conversely, that an acquirer with only domestic scope would gain little when it purchased a target with global scope. We found no significant influence when we interacted the acquirer and target geographic scope variables. This null result might arise for two reasons, one conceptual and one empirical. First, it is possible that Using acquisitions to access multinational diversity 209 acquirers with substantial geographic scope possess redundant resources that offset any absorptive capacity benefits (Hennart and Reddy, 1997) , such that the target's geographically distributed assets are less novel if the acquiring firm already has a multinational organization. Second, more simply, there are few cases in our data in which domestic acquirers purchased global or regional targets (only eight cases); thus, there is little activity at the primary point at which the absorptive capacity contingency would apply, so that the primary influence in our study arises from the main effects of target scope, rather than from the absorptive capacity contingency. Table 4 reports multivariate analyses of the proposition that acquisition performance will increase with target geographic scope. Columns 1a-1d report the analysis based on the post-acquisition performance information in the survey. Columns 2a and 2b report the CAAR financial event study.
Performance
The results in columns 1a-1d of Table 4 support the argument for post-acquisition improvement of capabilities for the combined firm. There are significant positive relationships between global scope of the target and the extent to which three types of capabilities of the newly combined firm improved following the acquisition. The result takes statistically significant levels for R&D capabilities, product quality and product line extension. Cost efficiency is also positive, but at an insignificant level. Regional scope has a positive impact on R&D capabilities, but no significant impact on the other three types of capabilities.
Unlike the resource transfer analysis, meanwhile, columns 1a-1d in Table 4 also show that cross-border acquisitions lead to three types of capability improvement: R&D, cost and product line extension. Thus, both target geographic scope and acquirer geographic expansion appear to provide benefits. This dual source of benefits suggests that cross-border expansion by an acquirer can create capability improvements that arise independently of resource redeployment. Such benefits might include increased markets for the acquirer's existing products (cost efficiency), opportunities to introduce differentiations of existing products to new markets (line extension) and the need to improve development in order to undertake line extensions (R&D capabilities).
The difference in the sources of cost efficiency benefits in column 1c of Table 4 offers useful insights. As we noted above, the cost benefits arise from cross-border acquisitions rather than from targets with greater geographic scope. This difference is likely to arise because most cost reductions stem from greater economies of scale (based on acquirers' market expansion), while the R&D, quality and line extension advantages stem more from gaining access to a more diverse set of resources (based on acquiring targets with a variety of skills).
The control variables have a mixed influence on capability development. We were particularly interested in the impact of target-acquirer similarity, because this might Using acquisitions to access multinational diversity
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The baseline variable is 'Target had domestic scope'. CAAR = cumulative average abnormal return. ***P < 0.01; **P < 0.05; *P < 0.10 (one-tailed tests). create greater absorptive capacity for improvement. Among the similarity measures, direct competition produces improvement in product quality and product cost, while geographic similarity leads to improvement in cost and product line extensions. We also used exploratory analysis to investigate potential non-monotonic effects of acquirer-target similarity-in terms of technology similarity, geographic market similarity, and direct competition-on resource redeployment and capability improvement. It seemed possible that moderate similarity might provide the greatest potential for resource redeployment and performance improvements, with low similarity making absorption difficult and high similarity creating redundancy. However, we found no such non-linear effects on any of the three similarity dimensions, for either resource redeployment or capability improvement. The event study results in columns 2a and 2b of Table 4 reinforce the benefits of target geographic scope. Both the one-day and five-day abnormal returns show that financial markets valued target scope, including both global and regional targets (supplemental analyses showed that the global and regional scope coefficients did not differ statistically from one another). Thus, market analysts appear to believe that targets with access to heterogeneous markets and resource environments provide greater potential for financial performance. Such performance would arise partly from the capability improvement that we observe in the first part of the table. In addition, financial benefits might arise simply from gaining access to a large number of markets and consequently gaining economies of scale in the use of existing capabilities. Nonetheless, stock market analysis shows less influence of cross-border acquisitions. Thus, the market appears to place greater value on the attributes of the target-and the potential for improving the skills of the acquirer-than on international expansion alone.
It is intriguing that the stock market appears to value targets with regional scope more than the survey results might suggest. As we noted above, the survey results reported that regional targets helped acquirers improve only their R&D capabilities (column 1a), with little impact on the other three dimensions (columns 1b-1d). The event study, however, reported that regional targets had a strong impact on acquirer performance (columns 2a and 2b). This difference might arise for at least two reasons. First, the stock market might place particular emphasis on the potential for R&D improvements, which were significant in the first part of the table. Second, the markets may have overestimated the performance improvement that will arise from regionally focused expansion. As we noted earlier, the period of the study (the late 1980s and early 1990s) marked the beginning of a large run-up in international acquisitions, especially in Europe and North America. Given the early point on the experience curve, it is possible that market analysts overestimated the benefits of acquiring more focused firms and learned more during the next decade about the degree to which benefits require extensive resource diversity within a target. It would be useful to conduct comparative studies at different time periods, in order to tease out such implications.
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As in the resource redeployment analysis, we carried out a supplemental investigation of whether acquirer geographic scope moderated the performance benefits of target geographic scope. We found no significant influence of interactions between the target and acquirer geographic scope variables. Again, the lack of moderating influence could stem either from redundancy trade-offs or from limited multinational acquisition activity by domestic acquirers.
At their root, the resource redeployment and capability development results suggest that target firms with activities that span different countries provide internationally diverse contexts in which acquirers can obtain new resources and skills that complement their knowledge bases, even if the acquirers are already international in scope. Intra-firm geographic knowledge transfer improves when the acquired firm has developed experience in knowledge transfer through its international expansion. The ability to absorb new knowledge and transfer it across units depends both on the sender and the recipient of knowledge and their ability to engage in the transfer process (Szulanski, 1996; Lane and Lubatkin, 1998) . A target firm with a domestic scope may possess only limited diversity that would help its acquirer improve its capabilities. In addition, a domestic target may have limited experience in codifying and decontextualizing its knowledge because the incentives for diffusing its knowledge across foreign units do not exist. Therefore, a firm with only domestic scope is more likely to possess only context-specific resources that are more difficult to transfer back to the acquirer. Moreover, most multinational targets possess processes, incentives and culture to leverage geographically dispersed knowledge that enable the organization to unbundle and rebundle activities in novel ways (Hagström, 1990) . Utilizing dispersed resources requires a mental attitude built on the ability to treat knowledge residing in geographically dispersed units as valuable assets (Bartlett and Ghoshal, 1989) . Given that 88% of the acquirers in the sample have at least one-region multinational scope, it is possible that those acquirers tend to share a similar understanding of the capabilities of multinational targets than of domestic targets.
Conclusion
This study shows that geographic scope helps account for resource transfer and capability improvement following acquisitions. The weaker result for the domestic versus cross-border acquisition dichotomy suggests that accessing a target's dispersed geographic resources has more important influence on capability building than simply crossing a border. Multinational targets provide additional sources of value creation by drawing on national differences and diverse environments, while acquired firms present in a foreign country may not provide the same richness of resources.
Our results shed light on those obtained in empirical comparisons of domestic and cross-border acquisitions (Eddy and Seifert, 1984; Swenson, 1993; Markides and Ittner, 1994; Dewenter, 1995; Seth et al., 2000) . While the recent literature in international business has increasingly addressed asset-seeking motives in international transactions and FDI, research has emphasized cross-border acquisitions rather than the potential to gain access to skills and recombine firms' geographically distributed resources. We are now shifting the focus from foreign market entry (country-level emphasis) to gaining and recombining geographically distributed resources that are embedded in acquired firms (firm-level emphasis).
Beyond the traditional ownership and locational advantages that the international business literature stresses, we emphasize the advantages pertaining to access to MNEs' organizational know-how, integrative mechanisms and coordination routines that enable intra-corporate knowledge transfer. Such access does not eliminate problems of post-acquisition integration, but may ease some of the hurdles of knowledge diffusion across the merging firms. Outside the MNE context, the development of new technologies is much more rapid than the development of complex organizational skills in firms. While previous research has focused on market access by technology firms and vice versa, the acquisition of organizational capital that firms require to manage multiple technologies and markets needs more attention. education programs in two major business schools located in the United States and in France. These pre-tests led to the revision of several items to improve their clarity as well as the addition of several new items identified during the interviews. The third stage consisted of on-site interviews with CEOs or executives in charge of their acquisition programs in 10 large firms, resulting in the final version of the questionnaire. In the final stage, we mailed the survey to the acquiring companies included in the sampling frame described above. We addressed the surveys to the chief executives of the business units that undertook the acquisition. In the cover letter, we requested that the survey be completed either by the CEO or by a senior executive with overall responsibility for the acquisition case studied. Following Dillman (1978) , we mailed two follow-up letters and one replacement questionnaire following the initial mailing.
We used a single informant at the acquirer for information concerning each acquisition. Although the use of multiple respondents would have reduced concerns about potential response biases, respondents had to be knowledgeable about the firm and its competitive environment (Campbell, 1955) , as well as the consolidation processes following the acquisition. In a large sample study such as ours, identifying and obtaining responses from multiple, well-informed respondents is extremely problematic. The key methodological solution in using a single respondent approach is to find the most appropriate respondent (John and Reves, 1982) . Thus, we qualified our respondents as individuals who held a CEO or equivalent position, or had been involved as senior managers of the acquisition process. We recognize that the survey records only the acquirers' views of the acquisition. However, the managers from the acquiring firms tend to be the most knowledgeable about postacquisition activities, owing to the high level of acquired firm CEO turnover following acquisitions (Walsh, 1988) . From a practical standpoint, it is often virtually impossible to track former executives of the acquired firm, since, in many cases, the acquired firm is no longer a separate entity. As a robustness check, meanwhile, we undertook a financial event study of acquirer performance for the publicly traded firms in the sample (about 40% of the responses), as we describe in the text and in Appendix 3.
From the initial sample, we mailed questionnaires to the 1778 acquirers for whom we obtained addresses. We received a total of 273 completed questionnaires, representing a response rate of 15%. This response rate is comparable with those found in the most recent large-scale surveys involving executives (Robertson et al., 1995; Gatignon et al., 1997; Powell and Dent-Micalleff, 1997) . This response rate is a reasonable one, given the dispersed setting of the survey in more than a dozen countries on two continents, the diversity of firms in the survey, the senior positions of the respondents (CEO, president, executive chair, vice-president of finance, and managing director), and the sensitivity of the information. Following a check to ensure that these cases all represented horizontal acquisitions, we eliminated 20 responses. We eliminated another five cases for which we could not identify global scope. The final Using acquisitions to access multinational diversity 221 data set includes 248 unique acquired firms and 190 unique acquirers, with a smaller number of acquirers occurring because some firms acquired more than one firm (and thus returned several questionnaires to analyze the different acquisition cases involved, answering one questionnaire for each case). Out of these 248 acquisitions, 175 are cross-border and 73 are domestic.
We evaluated non-response biases by comparing the industries represented in our sample with the initial sample used. We found no differences in the industries represented. We also compared early respondents (first half) with late respondents (second half), following the Armstrong and Overton procedure (1977) . We found no significant differences in key characteristics such as market conditions, acquisition motives or industry characteristics, suggesting that non-response bias should not be a problem. Overall, the data represent a wide range of industries, countries, firms, and scope of acquisition. A more detailed description is available upon request.
